“Arkansas Prepaid Funeral Benefits Law'.

23-40-102. Purpose.

The purpose of this chapter is to provide for the
regulation of the sale of prepaid funeral benefits by the
| nsurance Conm ssi oner.

23-40-103. Definitions.

As used in this chapter, unless the context otherw se
requires:

(1) "Cash accommmodat i on itens” means fl owers,
honorariuns, death certificates, sales taxes, grave opening
and closing, cenmetery charges, and other itens incidental to
the funeral and disposition of the beneficiary which are to be
furni shed or provided by a "third party" at the time of death;

(2) "Contract price" neans the aggregate noneys to be
paid and the aggregate stated value of all other direct or
i ndirect consideration to be assigned by purchasers of prepaid
funeral benefits as provided in the contract, exclusive of any
fi nance charge;

(3) "Contract proceeds” nmeans the portion of the
contract price collected by the seller froma contract for the
sal e of prepaid funeral benefits;

(4) "Li censee" or "permttee" nmeans a person holding a
valid permt or |license issued pursuant to this chapter

(5) "Liquid investnents"” nmeans investnments which can be
sold at <cost or greater, |liquidated wthout penalty, and
collected within five (5) banking days;

(6) "Net investment income" neans:

(A Al revenue and earnings of the trust fund,
including, but not limted to interest, dividends, and capital
gai ns; m nus

(B) I nvest ment expenses, trustee's fees, capital
| osses, and all revenue and earnings on cash accompdation
funds;

(7) "Prearrangenment” nmeans an arrangenent whereby a

person, for hinself or on behalf of sone other person, makes
arrangenent for funeral and burial services prior to the death
of such person, w thout consideration and wi thout an agreenment

or item zation speci fyi ng any particul ar service or
mer chandi se, or the cost thereof, through the assignnent or
transfer, including such conditions as the assignor or

transferor may choose to inpose, of ownership to a |icensee of
an insurance policy or annuity contract, or proceeds thereof,
or by the designation of a |licensee as beneficiary of any such
i nsurance policy or annuity contract. An assignment of an
i nsurance policy or annuity or the proceeds thereof to a
funer al home or the designation of a funeral home as
beneficiary as described herein is not a prepaid funeral
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benefits contract.

(8) "Seller"™ means the organization selling prepaid
funeral benefits or owning any interest in any contract for
prepaid funeral benefits pursuant to this chapter;

(9) "Surplus" nmeans the funds or other property in
excess of the undistributed net investnment incone and
aggregate contract proceeds held in the trust fund,

(10) "Trustee" nmeans a state or national bank or savings
and | oan association in this state, or, in the reasonable
di scretion of the Insurance Conm ssioner upon such terns and
conditions as he nmay require, a "securities brokerage firnt
licensed and in good standing wth appropriate state and
federal regulatory authorities.

(11) “"Net worth" nmeans the difference between the
applicant's total assets and total liabilities as reflected in
a balance sheet prepared in accordance wth accounting
princi pl es and procedur es approved by t he | nsurance
Conmmi ssi oner.

(12) "Prepaid funeral benefits contract” or "prepaid

contract” means a contract or agreenent for the prepaynent and
sale in this state of funeral services or funeral nmerchandise,
i ncluding caskets, grave vaults, and all other articles of
mer chandi se and services incidental to funeral services, at an
agreed upon price, to be delivered at an undeterm ned future
dat e dependi ng upon the death of the contract beneficiary. It
does not include a prearrangenent.

(13) "Contract beneficiary” neans any natural person
designated in a prepaid funeral benefits contract upon whose
death funeral services and/or funeral nerchandise shall be
perfornmed, provided, or delivered.

23-40-104. Insurance code not affected.

Nothing in this chapter shall apply to any |icensed
i nsurance conpany or alter or affect any provisions of the
Ar kansas | nsurance Code.

23-40-105. Burial associati ons exenpted.

Nothing 1n this chapter shall apply to organizations or
associ ations operating in this state as burial associations
pursuant to Section 23-78-101 et seq.

23-40-106. Penal ti es.

(a) Any officer, director, agent, or enployee of any
organi zation subject to the terns of this chapter who nakes,
or attenpts to mke, any contract in violation of this
chapter, or refuses to allow an inspection of t he

organi zation's records, or who violates any other provisions

of this chapter, shall be punished by a fine of not |ess than

one hundred dollars ($100) and not nore than five hundred

dol lars ($500), or by inprisonment in the county jail for not
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|l ess than one (1) nmonth and not nore than six (6) nonths, or
by both fine and inprisonnment.

(b) Each violation of any provision of this chapter
shal | be deened a separate of f ense and pr osecut ed
i ndi vidual ly.

23-40-107. Division of Prepaid Funeral Benefits.

The Insurance Comm ssioner shall be responsible for the
regul ation of the sale of prepaid funeral benefits and there
is hereby established, within the State Insurance Departnment,
the Division of Prepaid Funeral Benefits. This division shall
be funded annually by the fees required to be paid by
organi zations subject to this chapter, which shall be placed
in trust and di sbursed pursuant to this chapter.

(a) There is hereby established on the books of the
Treasurer of State, the Auditor of State and the Chief Fiscal
Oficer of the State a fund to be known as the 'State
| nsurance Departnent Prepaid Trust Fund' to be used to pay the
expenses of the State Insurance Departnent in the discharge of
its regulation of prepaid funeral benefits contracts.

(b) No noney shall be appropriated from this fund
for any purpose other than to pay for personal services,
operating expenses, maintenance and operations, and support of
and inprovenents to the Division of Prepaid Funeral Benefits
of the State Insurance Departnent.

(c) The fund established pursuant to this section
shall be adm nistered, disbursed, and invested under the
direction of the Insurance Comm ssioner and the Treasurer of
the State.

(d) Al'l income derived through the investnent of
the State Insurance Departnent Prepaid Trust Fund, including,
but not limted to, interest and dividends, shall be credited

as investnent incone to the State Insurance Departnment Prepaid
Trust Fund.

(e) Al incone derived through grants, refunds, and
gifts to the State Insurance Departnment Prepaid Trust Fund
shall be credited as incone to the State Insurance Departnment
Prepaid Trust Fund.

(f) Al noneys deposited to the aforenentioned fund
shall not be subject to any deduction, tax, |evy, or any other
type of assessnent, except as provided in this chapter.

(9) All fees required to be paid by Iicensees
pursuant to this chapter shall be deposited in the State
| nsurance Departnent Prepaid Trust Fund for the support,
operation, and naintenance of the Division of Prepaid Funera
Benefits of the State |Insurance Departnment and, when paid into
the State Treasury by the Insurance Comm ssioner, shall be
mai ntained by the State Treasurer as the State Insurance
Departnment Prepaid Trust Fund, separate from all other funds,
and available only for the paynment of the expenses of the
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Di vision of Prepaid Funeral Benefits of the State Insurance

Depart nent.

(h) The Auditor of State shall, upon proper voucher
from the Insurance Comm ssioner, issue his warrant on the
Treasurer of State in paynment of all salaries and other

expenses incurred by the Division of Prepaid Funeral Benefits
of the State Insurance Departnent in the admnistration of
this chapter.

(i) The | nsurance Conmm ssioner shall, however, at
the end of each fiscal year cause to be transferred from the
State Insurance Departnment Prepaid Trust Fund to the Genera
Revenue Fund Account of the State Apportionnment Fund ten
percent (10% of the fees coll ected under this chapter.

23-40-108. Adm ni strati on.
(a) This chapter shall be adm nistered by the I|nsurance
Conmmi ssi oner.

(b) The Insurance Commissioner is authorized to
prescri be reasonable rules and regul ations concerning keeping
and inspection of records, the filing of <contracts and
reports, and all other mtters incidental to the orderly

adm ni stration of this chapter.

(c) The Insurance Conm ssioner is authorized to enploy
t he personnel necessary to carry out the provisions of this
chapter and to fix their conpensation within the amunts made
avai | abl e by appropriation.

(d) The Insurance Comm ssioner may nake and pronul gate
reasonable rules and regulations for the adm nistration of
this chapter and for the purpose of carrying out the intent
her eof .

23-40-109. Permt required.

(a) Any individual, firm partnership, corporation,
soci ety, association, or other entity, hereinafter called an
"organi zation", desiring to sell prearranged or prepaid
funeral services or funeral nerchandise, including caskets,
grave vaults, and all other articles of merchandi se incidental
to funeral services, in this state under a sales contract

providing for prepaid disposition of funeral benefits or
merchandise to be delivered at an undeterm ned future date
dependi ng upon the death of a contracting party, hereinafter
called "prepaid funeral benefits", or any organization
desiring to purchase an interest in, or assune the liability
of , any contract for prepaid funeral benefits, shall obtain a
permt from the |Insurance Comm ssioner authorizing the
transaction of this type of business before entering into any
such agreenent or contract and prior to accepting noney,
property, or any other direct or indirect consideration and
shall first apply for and obtain a prepaid funeral benefits
permt or license pursuant to the provisions of this chapter.
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(b) An organization desiring to sell prepaid funeral
benefits or otherwise own any interest in any contract for
prepaid funeral benefits shall file proof of ownership of an
establishment which is in the business of providing the
funeral goods or services to be contracted for and proof that
the establishnent is duly authorized and |icensed to do such
busi ness in the State of Arkansas.

(c) It shall be wunlawful to sell prepaid funeral
benefits unless the seller holds a valid, current permt at
the time the contract is made.

23-40-110. Application for initial or renewed permt.

(a) Each organization desiring to sell prepaid funera
benefits or any organi zation desiring to purchase an interest
in or assune the liability of any contract for prepaid funeral

benefits shall file an application for a permt wth the
| nsurance Conm ssi oner. Each initial and renewal application
for a permt shall contain such information which the
| nsurance Conm ssioner by rule or regulation shall reasonably
prescri be.

(b) Each applicant shal |, at the time of the

application, pay a filing fee of three hundred dollars ($300)
for the initial application and two hundred dollars ($200) for
a renewal application.

(c) Permts shall expire on June 1 of each year, unless
a renewal application is filed with and approved by the
| nsurance Commi ssioner prior to the permt expiration date.
Each organi zati on which has discontinued the sale of prepaid

funeral benefits, but which still has outstanding contracts,
shall obtain a renewal of its permt until all those contracts
have been performed or otherwise fully discharged. No filing

fee shall be prorated.

(d) (1) Each applicant for a permt pursuant to the
provi sions of this chapter shall, as of a date not preceding
thirty (30) days of the application date, have a net worth in
an amount equal to the greater of five thousand dollars
($5,000) or three percent (3% of the aggregate contract price
of all contracts for prepaid funeral benefits outstanding and

unfulfilled as of the end of the preceding cal endar year, up
to a maxi mum net worth of two hundred fifty thousand doll ars
($250, 000) .

(2) Each applicant shall, at the tine of application,

file a sworn and notarized certification of net worth form
stating that the applicant satisfies t he net worth
requi rements of this chapter, in a format as prescribed by the
| nsurance Conm ssioner, as evidence that the applicant has, at
a mninmm the required net worth.

23-40-111. |Issuance, denial, or cancellation of permt.
(a) The Insurance Comm ssioner nmy 1Issue a permt
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conditi oned upon satisfactory conpletion of all requirenents
of this chapter prior to the applicant's offering for sale or
selling prepaid funeral benefits.

(b) (1) The I nsurance Commi ssioner may cancel a permt,
deny an initial application for permt, or refuse to renew a
permt for failure to conply with any material provision of
this chapter or any valid rule or regulation which the
| nsurance Conm ssioner has prescribed after thirty (30) days
notice to the applicant or pernmttee setting forth the grounds
for such cancellation, denial of application for initial
permt, or refusal to renew, and after a hearing if the
applicant or permttee requests a hearing.

(2) No organi zation shall be entitled to a new permt
for a period of one (1) year after cancellation or refusal by
the Insurance Conm ssioner to renew its permt, but shall
thereafter be entitled to a new pernmt upon satisfactory proof
of conpliance with this chapter.

(c) Any person aggrieved by the action of the Insurance
Comm ssi oner mmy appeal therefrom to any state court of
conpetent jurisdiction.

23-40-112. Sales contracts for prepaid funeral benefits.

(a) The Insurance Conm ssioner shall approve fornms for
sal es contracts for prepaid funeral benefits.

(b) All contracts for sale of prepaid funeral benefits
must be in witing and nust set forth the specific merchandi se
and services to be provided by the seller and the contract
price.

(c) Al forms of sales contracts for prepaid funeral
benefits shall <contain the provisions incidental to the
orderly admnistration of this chapter as set forth in the
rules as prescribed by the |Insurance Conm ssioner. No
contract form shall be used w thout prior approval of the
| nsurance Conm ssioner.

(d) (1) Al contracts for sale of prepaid funera
benefits shall provide that the seller shall furnish to the

buyer the nerchandise and services as set forth in the
contract at the contract price, regardless of the cost of the
mer chandise or services at the date of the beneficiary's
deat h.

(2) However, the seller shall not be required to furnish
at the contract price other items incidental to the funera
and di sposition of the beneficiary that are clearly identified
in the contract as cash accommodation itens. The seller my
charge the difference between the cash accomodation fund
bal ance, including accrued interest, and the market price of
the cash acconmmpdation items as of the date of the
beneficiary's death. In the event the total funds on deposit
shal | exceed the market price of the cash accommodation itens,
the seller shall return the excess to the buyer or his estate.
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(e) The seller shall not be entitled to enforce a
contract nade in violation of this chapter, but the purchaser,
or his heirs, or his legal representative shall be entitled to
recover all amounts paid to the seller under any contract made
in violation hereof.

(f)(1) This chapter shall not prohibit the assignnent or
transfer of insurance contracts as consideration for prepaid
funeral benefits furnished in accordance with the provisions
of this chapter or the designation of an organization |licensed
pursuant to the provisions of this chapter as beneficiary of a
funeral expense or other insurance policy.

(2) Such assignnment, transfer, or designation shall not
be deened to be a prepaid contract.

(9) The prepaid contract shall contain a provision in
substantially the following form

NOTI CE: If this contract is irrevocable and you choose
to transfer this contract to a substitute provider, the entire
ampunt of the contract will not be transferred and you may

have to pay nore to obtain 100% of the services provided for
in the contract.

23-40-113. Change of ownership.
(a) The seller shall apply for change of ownership or
control when:

(1) The seller transfers all or a portion of the
interest in any contract for prepaid funeral benefits;
(2) The seller transfers one (1) or nore of its

establi shments for providing funeral goods or services;
(3) All or a portion of the equity ownership of a seller
has been transferred which will result in a change of:
(A The controlling interest of a seller when the
seller is a corporation;
(B) Ownership of a seller when the seller is other
than a corporation;

(4) The seller transfers all of its business assets
relating to providing funeral goods or services;
(5) The seller termnates its business of providing

funeral goods or services.

(b) At least fifteen (15) days prior to the proposed
occurrence of an event described in subsection (a) of this
section, the seller shall file a verified change of ownership
application wth the Insurance Conm ssioner which shal
contain the follow ng:

(1) The nanme and address of the seller;

(2) The name and address of the organization proposing
to acquire property of the seller, hereinafter referred to as
the "transferee";

(3) A description of the property and of the proposed
transaction, as set forth in subsection (a) of this section;

(4) An accounting of the trust fund and all outstanding
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contracts, which accounting shall contain all the information
required in the annual report, prepared as of a date within
thirty (30) days of the required application filing date;

(5) Any required docunents or anendnments thereto
relating to the trust fund,

(6) A copy of any notice proposed to be sent to the
contract buyers after the transfer;

(7) Afiling fee of five hundred dollars ($500.00); and

(8) Any other information which my reasonably be
required by the Insurance Conm ssioner pursuant to rule or
order.

(c) The Insurance Conm ssioner shall approve the
seller's application for change of ownership by order if:

(1) The transferee set forth in the application holds a
valid, current permt pursuant to the provisions of this
chapter;

(2) The accounting required is conplete, accurate, and
reflects the trust fund whole and intact; and

(3) Al required information and docunments are filed
with and approved by the Insurance Conmi ssi oner.

(d) The Insurance Comm ssioner shall have the authority
by rule or order to waive or reduce any or all of the
requi renments contained in subsection (b) of this section as
not being necessary or appropriate in the public interest or
for the protection of the contract buyers.

(e) The seller, or interest therein, shall remain |iable
for all funds and transactions to the effective date of the
transfer. The I nsurance Conm ssioner shall recover from the
seller, for the benefit and protection of contract buyers, all
contract proceeds which the seller has not properly accounted
for and deposited into the trust fund.

23-40-114. Trust funds - Creation - Deposits, wthdrawals, and
transfers of tunds.

(a) All contract proceeds collected under contracts for
prepaid funeral benefits, including funds collected under
contracts entered into before June 28, 1985, shall be
deposited with a trustee within forty-five (45) days after
collection, to be held, invested, and adm nistered in a trust
fund for the benefit and protection of the contract purchasers
pursuant to this chapter.

(b) Each trust fund shall be created by a letter or
witten agreenent which shall be filed with and approved by
the I nsurance Comm ssioner prior to placenent of funds.

(c) The seller may deposit noney or property as surplus
at any tine.

(d) The Insurance Comm ssioner shall prescribe by
regul ati on proper affidavits and forns for the w thdrawal of
funds fromthe trust fund.

(e) The I nsurance Conm ssioner shall first approve and
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authorize in witing any transfer of funds from an existing
trustee to a proposed new trustee if the proposed new trustee
neets the requirenments of this chapter and the rules and
regul ati ons promnul gated t hereunder.

(f) The licensee shall file a request for a transfer of
funds, together with a filing fee of two hundred and fifty
dol lars ($250.00), and any other information required by rule
or regul ation.

(9) This section shall not apply to the proceeds of
i nsurance policies or contracts, and it shall not be necessary
to establish a trust for the payment of such proceeds to the
beneficiary designated in the policy or contract or the
assi gnee or transferee thereof.

23-40-115. Trust funds - Investnents.
(a) (1) The trustees shall invest the trust fund only in the
fol |l ow ng:

(A Demand deposits, savings accounts, certificates of
deposits, and all other accounts which are insured by the

Federal Deposit |Insurance Corporation or the Federal Savings
and Loan | nsurance Corporation;

(B) Bonds and obligations which are insured by, fully
guaranteed as to principal and interest by, and due from the
United States Governnent or any of its agencies, including the
Federal National Mortgage Association and the Governnent
Nati onal Mortgage Associ ation, and any repurchase obligations
whi ch are secured by any of the foregoing;

(O (1) Cor por at e, st at e, muni ci pal , or political
subdi vi si on bonds or obligations which are rates Aa or better
by Moody's or AA or better by Standard & Poor's rate services;
or

(ii)(a) Bonds of any school district in this state.

(b) Provided, however, no nore than thirty percent (30%
of the total trust assets may be invested in such school
bonds; and

(D (1) Mutual funds or comon trust funds whose
portfolio is nmade up of investnents that are described in
subdivisions (a)(1)(A)-(C of this section.

(2) I nvest nents described in subdivisions (a)(1)(B)-(D)
of this section shall be purchased and held by the trustee
whi ch has trust powers under a trust agreenent filed with and
approved by the Insurance Conmi ssi oner.

(b) The trustee shall mintain the trust fund in a
manner consistent with the follow ng investnment policies;

(1) Not less than one hundred thousand dollars
($100,000.00) of the trust fund shall be invested in
i nvest nents described in subdivision (a)(1) of this section.
However, if the total amunt of the trust fund is less than
one hundred thousand dollars ($100,000.00), then all of the
trust fund shall be invested in investnments described in
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subdivision (a)(1) of this section;

(2) The trust fund shall contain at all times liquid
i nvestnents having a cost basis not less than thirty percent
(3099 of the total contract proceeds disbursed from the trust
fund as described in Section 23-40-116(1)-(3) during the
precedi ng cal endar year

(3) No investnment shall be sold, exchanged, or
liquidated at less than its cost if it would result in the
aggregate cost basis of the trust fund m nus undistributed net
i nvestnent incone being less than the aggregate amount of
contract proceeds held in the trust fund. However, this
prohibition shall not apply if the seller contenporaneously
deposits with the trustee a sum of nobney or other property in
an amount equal to the |loss realized upon the sale, exchange,
or |iquidation of such investnent;

(4) The portion of the contract proceeds collected for
cash accommodation itens pursuant to the ternms of a contract

shall be deposited in a separate account which shall be
clearly identified as "cash accommodati on funds" and shall set
forth the name of the contract buyer. Al'l income earned on
the cash accommodation funds shall beconme a part of the

princi pal of the respective accounts.

23-40-116. Trust funds - Di sbursenents.

The trustee shall disburse noney or other property from
the trust fund only as follows:

(1) Upon the death of the contract beneficiary and upon
proper proof and docunmentation being submtted to and approved
by the Insurance Conm ssioner, or pursuant to such other
met hod as nmay be permtted under valid rules and regul ations
adopted by the Insurance Conmm ssioner, in which event the
contract proceeds shall be paid to the seller;

(2) Upon cancellation of the prepaid contract pursuant
to Section 23-40-122 and upon proper proof and docunentation
bei ng submtted to and approved by the Insurance Comm ssioner,
or pursuant to such other nmethod as my be permtted under
valid rules and regulations adopted by the |Insurance
Conmmi ssi oner.

(3) Upon the breach of contract by either party, in
whi ch event the contract proceeds shall be paid according to a
j udgnment of a court of conpetent jurisdiction;

(4) Upon the wthdrawal of net investnent income or
surplus by the seller, which nmay be made at any time and from
time to tine.

23-14-117. Trust fund - Exenption from attachnent, etc.

(a) Al contract proceeds held in trust pursuant to the
provi sions of this chapter, and all incone derived therefrom
shall be exenpt from attachnment, garnishnent, execution, and
claims of creditors, receivers, or trustees in bankruptcy.

78




The trust fund shall not be seized, taken, appropriated, or
applied to pay any debt or liability of the seller by any
| egal or equitable process or by operation of |aw.

(b) The seller shall notify the Insurance Conmm ssioner
within ten (10) days upon the filing of bankruptcy or upon

becomi ng insolvent. Upon receipt of notification, the
| nsurance Comm ssioner shall notify the trustee of the trust
fund, and all inconme earned after that date shall be held in

trust by the trustee, and disbursed only upon the direction of
t he I nsurance Comm ssi oner.

23-10-118. Agent for deposit of contract proceeds.

(a) Each organization subject to this chapter shall
designate an agent or agents, either by nanmes of the
individuals or by titles of their offices or positions, who

shall be responsible for the deposit of contract proceeds
coll ected under contracts for prepaid funeral benefits. The
organi zation shall notify the Insurance Comm ssioner of the

designation within ten (10) days after it becomes subject to
this chapter and shall also notify the Insurance Comm ssioner
of any change in the designation within ten (10) days after
t he change occurs.

(b) If any person acting on behalf of the seller
coll ects any contract proceeds under a contract for prepaid
funeral benefits and fails to deliver it within ten (10) days
after collection to a designated agent or if any designated
agent fails to deposit the contract proceeds within forty-five

(45) days after collection, he shall be guilty of a
m sdenmeanor and shall be punished as prescribed in this
chapter.

23-40-119. Annual report and fee.
(a) Each organization shall file an annual report and an
annual report fee with the Insurance Conm ssioner on or before

March 15 of each year in such form as the |Insurance
Comm ssioner nmay require, showing the nanmes or account
nunbers, or both, of all persons with whom contracts for

prepaid funeral benefits have been made prior to January 1 of
that year which had not been fully discharged on January 1,
and al so showing the date of contract, the nane of the trustee
hol ding the trust fund, and the amount in the trust fund under
each contract on the precedi ng Decenber 31.

(b) If any officer of any organization fails or refuses
to file an annual report, or to cause it to be filed within
thirty (30) days after he has been notified by the Insurance
Comm ssi oner that the report is due and has not been received,
then, upon a finding of such failure by a court of conpetent
jurisdiction, he shall be guilty of a m sdeneanor and shall be
puni shed as prescribed in this chapter.

(c) Effective on and after March 15, 1997, the annual
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report fee shall be based on the total anount of aggregate
contracts for prepaid funeral benefits outstanding and
unfulfilled as of Decenmber 31 of each year and shall be
payable at the time the annual report is filed. The fee shall
be based on the follow ng schedule and shall be payable to the
State I nsurance Departnment Prepaid Trust Fund:

AGGREGATE AMOUNT OF OUTSTANDI NG ANNUAL REPORT
PREPAI D FUNERAL BENEFI TS CONTRACTS FEE DUE STATE
| N ARKANSAS OF ARKANSAS
Up to $250, 000 $200. 00
$250, 001 to $500, 000 $250. 00
$500, 001 to $1, 000, 00 $500. 00
$1, 000, 001 to $2, 500, 000 $1, 000. 00
$2, 500, 001 to $5, 000, 000 $2, 000. 00
$5, 000, 001 to $10, 000, 000 $3, 000. 00
$10, 000, 001 to $20, 000, 000 $4, 000. 00
$20, 000, 001 to $40, 000, 00 $5, 000. 00
Over 40, 000, 001 $6, 000. 00
(d) Effective for all prepaid funeral benefits contracts
executed on and after April 1, 1997, each licensee selling a
prepaid funeral benefits contract shall remt to the State

| nsurance Departnment a one-tinme fee of five dollars ($5.00)
for each prepaid funeral benefits contract (including any
amendnments thereto) entered into by the licensee whether cash
or trust funded or funded by an insurance policy or annuity
contract. The fees shall be remtted quarterly to the State
| nsurance Department Prepaid Trust Fund for each quarter of
the calendar year with a quarterly fee form as prescribed by
the I nsurance Conmm ssioner. The fees shall be remtted to the
State Insurance Department no later than forty-five (45) days
after each quarter. The Insurance Comm ssioner may by rule or
regul ati on reduce the per contract fee or adjust the fee up to
a maxi mum of fifteen dollars ($15.00) per contract, each year,
after the effective date of this act. Such fee nay be charged
to the purchaser of the contract. Any fee so charged and
collected shall not be deenmed to be included in the term
‘contract proceeds', as defined in Arkansas Code 23-40-103(3),
and shall not be subject to the deposit requirenments of
Arkansas Code 23-40-114(a).

(e) Absent the Insurance Commi ssioner's approval of an
extension for good cause shown, |icensees failing to tinmely
report and pay any admnistrative and financial regulations
fees to the State Insurance Departnment Prepaid Trust Fund may
be subject to a penalty of one hundred dollars ($100.00) per
day for each day of delinquency, payable to the State
| nsurance Departnent Prepaid Trust Fund. The I nsurance
Comm ssi oner shall deposit all admnistrative and financi al
regul ati on fees and any penalties assessed under this section
directly into the State Insurance Department Prepaid Trust
Fund as special revenues.
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23-40-120. Records required - Exam nation.

(a) Each organi zation which has outstanding contracts
for prepaid funeral benefits shall maintain within this state
any records which the Insurance Comm ssioner may require to
enable him to determ ne whether the organization is conplying
with the provisions of this chapter.

(b) (1) The records shall be subject to exam nation by
the Insurance Commi ssioner, or his representatives, as often
as he deenms advi sable and not |ess frequently than every three
(3) years; provided, however, that the Insurance Comm ssioner

shall determine the date of original examnation wthout
regard to the date of the original permt.
(2) Each permttee exam ned shall pay a fee for each

exam nation not to exceed one hundred dollars ($100.00) per
day, or fifty dollars ($50.00) per half day, or fraction
thereof, that any examner is absent from the office of the
| nsurance Comm ssioner for the purpose of maki ng the

exam nati on. In addition, the permttee shall pay the actua
nmeal s, hotel, and traveling expenses of each authorized
exam ner from Little Rock and return. The fee and expenses

shall be prorated if nore than one (1) exam nation is made on
an exam nation trip.

23-40-121. State General Services Fund Account.

Al filing fees and examnation costs collected under
this chapter shall be deposited as special revenues into the
State General Services Fund Account of the State General
Gover nnent Fund.

23-40-122. Cancell ation.

A purchaser my cancel a prepaid contract, whether
revocabl e or irrevocable, or whether cash funded or funded by
i nsurance or an annuity, at any tinme prior to performance of

the contract by the seller, subject to the follow ng
condi tions:

(1) In the case of a cash or trust funded prepaid
contract:

(A Prior to death of the contract beneficiary, if
the prepaid contract is revocable, the purchaser shall be
entitled to receive a refund of not I|ess than one hundred
percent (100% of all sums paid to the seller by the
purchaser, not to exceed the contract price;

(B) After death, if the prepaid contract is
revocabl e, the purchaser, or his representative, shall be
entitled to receive one hundred percent (100% of the anount
paid to the seller by the purchaser, not to exceed the
contract price;

(O If the prepaid contract is irrevocable, the
purchaser shall not have the right to a refund of any funds
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paid by him or proceeds paid to the seller, but shall have the
right to change the provider of the contract services and
merchandise to a substitute provider, in which event the
seller shall transfer to the substitute provider not |ess than
one hundred percent (100% of the amount paid to the seller by
t he purchaser, not to exceed the contract price;

(2) In the case of a prepaid contact funded by life
i nsurance:

(A) Prior to the death of the contract beneficiary,
if the prepaid contract is revocable, the purchaser shall have
the right to receive not |ess than one hundred percent (100%
of the cash surrender value of the policy used to fund the
prepaid contract, not to exceed the premum paid by the
pur chaser;

(B) After the death of the contract beneficiary, if
the prepaid contract is revocable, the purchaser, or his
desi gnee, shall be entitled to receive not I|less than one
hundred percent (100% of the proceeds paid to the seller, not
to exceed the original face amobunt of the policy;

(O (1) Prior to the death of the contract
beneficiary, if the contract is irrevocable, the prepaid
contract purchaser shall not have the right to a refund of any
funds paid to the seller, but shall have the right to change
the provider of the prepaid contract services and nerchandi se
to a substitute provider, in which event the seller shall
transfer to the substitute provider not |ess than one hundred
percent (100% of the cash surrender value of the policy used
to fund the prepaid contract, not to exceed the prem um paid
by the purchaser.

(i) After the death of the contract beneficiary,
the seller shall transfer to the substitute provider not |ess
t han one hundred percent (1009 of the policy proceeds paid to
the seller, not to exceed the original face anount of the

policy.

annui ty:

(3) In the case of a prepaid contract funded by an

(A) Prior to the death of the contract beneficiary,
if the prepaid contract is revocable, the purchaser shall be
entitled to receive a refund of not I|ess than one hundred
percent (100% of the annuity value, not to exceed the prem um
paid by the purchaser [ ] annuity funding the prepaid
contract;

(B) After the death of the contract beneficiary, if
the prepaid contract is revocable, the purchaser, or his
desi gnee, shall be entitled to receive not I|less than one
hundred percent (100% of the annuity proceeds received by the
seller, not to exceed the prem um paid by the purchaser;

(O (1) Prior to the death of the contract
beneficiary, if the prepaid contract is irrevocable, the
purchaser shall not have the right to a refund of any funds
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paid to the seller, but shall have the right to change the
provi der of the prepaid contract services and nmerchandise to a
substitute provider, in which event the seller shall transfer
to the substitute provider not |ess than one hundred percent
(10099 of the annuity value, not to exceed the prem um paid by
t he purchaser;

(i) After the death of the contract beneficiary,
the seller shall transfer to the substitute provider not |ess
than one hundred percent (10099 of +the annuity proceeds
received by the seller, not to exceed the prem uns paid by the
pur chaser.

23-40-123. Delinquency proceedi ngs.

(a) The Insurance Conm ssioner may apply to a court of
conpetent jurisdiction for an order appointing him in his
official ~capacity as receiver of and directing him to

conserve, rehabilitate or liquidate a prepaid funeral benefits
contracts licensee upon one (1) or nore of the follow ng
grounds:

(1) The |icensee has not nmaintained trust funds

received from contracts in the manner required by Arkansas
Code 23-40-114;

(2) The licensee has allowed its permt to |apse
or be revoked in accordance with this chapter, and has not
made a full and conplete accounting and restitution, if
appropriate, of all prepaid funeral benefits contracts funds
deposited with it;

(3) The licensee is inpaired or insolvent;

(4) The |icensee has refused to submt its books,
records, accounts or affairs to reasonabl e exam nation by the
| nsurance Conm ssi oner;

(5) The |licensee or any officer, director, or
manager of the licensee has refused to be exam ned under oath
concerning the licensee's affairs;

(6) There is reasonable cause to believe that there

has been enbezzl enent, m sappropriate or other wongful
m sapplication or use of trust funds or fraud affecting the
ability of the licensee to perform its obligations under

prepaid funeral benefits contracts sold or assunmed by the
i censee;

(7) The licensee has failed to file its annual
report within the time required by law and, after witten
demand by the Insurance Conm ssioner, has failed to pronptly
gi ve an adequate expl anation for such failure.

(b) Circuit courts shall have original jurisdiction of
all delinquency proceedings under this chapter, and any such

court is authorized to nmke all necessary or appropriate
orders to carry out the purposes of this chapter.
(c) The venue of delinquency proceedings against a

i censee shall be in the Circuit Court of Pulaski County.
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(d) Del i nquency proceedings instituted pursuant to this
chapter shall <constitute the sole and exclusive nethod of
liquidating, rehabilitating, or conserving a |icensee, and no
court shall entertain a petition for the commencenent of such
proceedi ngs unless the petition has been filed in the name of
the state on the relation of the Insurance Comm ssioner.

(e) The Insurance Conm ssioner shall comence any such
proceedi ng by application to the court for an order directing
the licensee to show cause why the Insurance Comm ssioner
shoul d not have the relief prayed for in the application. On
the return of such order to show cause, and after a full
hearing, the court shall either deny the application or grant
the application, together with such other relief as the nature
of the case and the interests of the prepaid contracts
purchaser, contract beneficiaries or the public may require.

(1) An appeal shall lie to the Suprene Court from an
order granting or refusing rehabilitation, 1liquidation, or
conservation, and from every other order in deliquency

proceedi ngs having the character of a final order as to the
particul ar portion of proceedi ngs enbraced therein.

SECTI ON 11. Conpliance with this act shall be required
for all licensees on and after March 16, 1997.

SECTION 12. All provisions of this act of a general and
per manent nature are anmendatory to the Arkansas Code of 1987
Annotated and the Arkansas Code Revision Comm ssion shall
i ncorporate the sane in the Code.

SECTI ON 13. If any provision of this act or the
application thereof to any person or circunstance is held
invalid, such invalidity shall not affect other provisions or
applications of the act which can be given effect w thout the
invalid provision or application, and to this end the
provi sions of this act are declared to be severable.

SECTION 14. All laws and parts of laws in conflict with
this act are hereby repeal ed.

SECTI ON . EMERGENCY. It is found and determ ned by the
General Assenbly of the State of Arkansas that Arkansas Code
23-10-116 requires all organizations which sell contracts for
prepaid funeral benefits to file annual reports and submt
annual report fees on or before March 15th of each year; that
this act nodifies the annual report fee schedule and should
therefore become effective on March 16, 1997; and unless this
energency clause is adopted the provisions of his act will not
becone effective until several nonths after March 16, 1997.
Therefore an enmergency is declared to exist and this act being
i mmedi ately necessary for the preservation of the public
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peace, health and safety shall become effective March 16,
1997.
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